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November 14, 1994

Mr. William Caton

Acting Secretary

Federal Communications Commission
1919 M Street, N.-W., Room 222
Washington, D.C. 20554

Dear Mr. Caton:

Re:  CC Docket No. 92-296
Simplification of the Depreciation Prescription Process

On behalf of Pacific Bell and Nevada Bell please find enclosed an original and six copies of
their "Comments" in the above proceeding.

Please stamp and return the provided copy to confirm your receipt. Please contact me should
you have any questions or require additional information concerning this matter.

Sincerely,

Enclosures
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In the Matter of

Simplification of the Depreciation CC Docket No. 92-296
Prescription Process

Pacific Bell and Nevada Bell (“the Pacific
Companies”) respectfully submit their comments in response to
the Further Order Inviting Comments, released October 11,
1994 in the above-captioned proceeding.’

In addition, the Pacific Companies wish to
acknowledge their participation in the comments to be filed
by the United States Telephone Association (USTA). The
Pacific Companies support the recommendations made by USTA

and urge the Commission to act on them,

1 N ‘ . . . N
Simplification of the Depreciation Prescription Procesgs,
CC Docket No. 92-296, Further Order Inviting Comments,

released October 11, 1994, (“FOIC”).



The Pacific Companies reiterate their support for
the Commission’s adoption of a plan to simplify the
depreciation prescription process for price cap carriers.
Initially, in phase one, the Commission established a basic
factor range plan for 22 plant categories.2 The plan
required that basic factor ranges be established for the
projection life and the future net salvage for the 22
accounts.? These ranges were based on +/- one standard
deviation from the industry-wide mean of basic factors of the
then current prescribed rates.® In the FOIC, the Commission
proposes to establish ranges for eight of the remaining
twelve plant categories (phase two). In establishing these
ranges, the Commission proposes to use the same methodology

used in establishing the ranges in phase one.

2 Although the Commission intends to adopt ranges for all

categories, Phase I of its implementation plan only addressed

22 plant categories. See Simplification of the Depreciation
Prescription Procesgss, CC Docket No. 92-296, Second Report and
Ordex, FCC 94-174, released June 28, 1994.

* Second Report and Order, at para. 13.
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Simplification of the Depreciation Prescription Process,

CC Docket No. 92-296, Report and Order, FCC 93-452, released
October 20, 1993 at para. 62.



I. The proposed projection life ranges for certain
accounts do not reflect the effect of future
technology and, as a result, are not short enough.
The FOIC explains that projection life ranges were

developed by adding and subtracting one standard deviation

from the mean of basic factors underlying the then currently
prescribed LEC depreciation rates.® Once these numbers were

determined, the Commission then examined technological trends
or recent changes in carrier investment plans that might not

be fully reflected in the LEC’s prescribed factors.®

Finally, the number of LECs with basic factors that fell

within the initial ranges were considered and the ranges were

altered where appropriate.7

The Pacific Companies generally agree, in
principle, with how the Commission formulates the projection
life ranges. It is imperative that the Commission properly
assess market and technological trends when establishing the
projection life ranges. In our opinion, the ranges for phase
two, as proposed by the Commission, do not adequately reflect

such considerations. Specifically, the Pacific Companies are
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FOIC at para. 4.
FQIC at para. 4.
FOIC at para. 4.
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concerned that the projection life ranges for Account 2220,
Digital Switching; Account 2232, Circuit Equipment; Account
2421, Aerial Cable; and Account 2423, Buried Cable do not
fully appreciate the rapid pace at which new technology is
implemented in the competitive marketplace. Thus, while
these ranges may reflect the current prescribed factors based
on historical data, market and technological advancements
have already rendered these lives obsolete.

IT. The proposed future net salvage range for Account

2411, Poles should be adjusted downward.

The Commission recognizes that the number of
carriers with basic factors that fall within the proposed
range should be considered when determining the actual range
width for any one account.® Our review of industry data
indicates that there is a wide dispersion of carriers both
above and below the proposed future net salvage range for
poles. Specifically, Pacific Bell’s future net salvage for
poles (-110%) is 35 percentage points below the range. As a
result, we will have to submit a study for our Poles Account

notwithstanding the fact our projected life range for the

® Report and Order at para. 62.



account is within the Commission’s proposed range. As the
costs for pole disposal continues to rise, more carriers will
find themselves in a similar situation and will be unable to

use the streamlined process.

ITI. Conclusion.

The telecommunications industry is at an important
point in its development and the Pacific Companies appreciate
the efforts of the Commission to simplify the depreciation
prescription process. However, because the proposed ranges
for certain accounts are not sufficiently forward-looking,
the Commission is effectively undermining its own efforts.

If competition and new technology are to be encouraged, it is



important that the Commission reconsider its proposed ranges

and adjust them downward.

Respectfully submitted,

PACIFIC BELL
NEVADA BELL

W, Y. Y%

JAMES P. TUTHILL
LUCILLE M. MATES

140 New Montgomery Street, Rm. 1526
Sixteenth Floor

San Francisco, California 94105
(415) 542-76%4

JEFFREY P. GRAY JAMES L. WURTZ

Student Intern
1275 Pennsylvania Avenue, N.W.

Washington, D.C. 20004
(202) 383-6472

Their Attorneys

Date: November 14, 1994



CERTIFICATE OF SERVICE

I, Suzan Ard, hereby certify that copies of the foregoing “COMMENTS OF
PACIFIC BELL AND NEVADA BELL", in CC Docket 92-296, were served by hand or
by first class mail, postage prepaid, upon the parties appearing on the attached service
list this 14th day of November, 1994.
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Suzan Ard
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